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UNCLAS BONN 08706 

USEEC 

E.O. 11652: N/A 
TAGS: EFIN, GW 

SUBJECT: NO BETTER TAX DEAL FOR FOREIGN INVESTORS 

1 . ACCORDING TO GERMAN PRESS REPORTS, ECONOMICS MINISTER 
LAMBSDORFF TOLD THE GERMAN-BELGIAN-LUXEMBOURG CHAMBER 
OF COMMERCE ON MAY 10 THAT FOREIGN INVESTORS 

COULD NOT COUNT ON RECEIVING A CORPORATE INCOME TAX 
CREDIT, ALTHOUGH THERE MIGHT POSSIBLY BE A REDUCTION 
OF THE WITHHOLDING TAX ON DIVIDENDS TO 15 PERCENT BY 
WAY OF REVISION OF EXISTING DOUBLE TAXATION AGREEMENTS 
(NOW 25 PERCENT, EXCEPT AS OTHERWISE PROVIDED BY 
DOUBLE TAXATION TREATIES). LAMBSDORFF INDICATED THAT 
THE LATTER WOULD PUT FOREIGN INVESTORS' TAX LIABILITIES 
AT 45.6 PERCENT, I.E., ONLY SLIGHTLY ABOVE THE 
43.5 PERCENT APPLIED BEFORE THE INTRODUCTION IN 1977 
UNCLASSIFIED 
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OF AN IMPUTATION SYSTEM FOR CALCULATING CORPORATE/ 

PERSONAL INCOME TAX PAYMENTS. 

2. THE LAMBSDORFF REMARKS FOLLOWED IMMEDIATELY 

ON NEWSPAPER ACCOUNTS OF A LETTER FROM ORGANIZATIONS 
REPRESENTING FOREIGN INVESTORS TO THE MINISTERS OF 
FINANCE AND OF ECONOMY ASKING FOR, AT THE VERY LEAST, 
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THE ABOLITION OF THE WITHHOLDING TAX ON DIVIDENDS 
PAID TO FOREIGN INVESTORS. THE LETTER REPORTEDLY HAD 
THE SUPPORT OF THE AMERICAN CHAMBER OF COMMERCE. THE 
ASSOCIATION OF SWISS INDUSTRY HOLDING COMPANIES, THE 
ASSOCIATION OF SWISS BUSINESS IN GERMANY, THE GERMAN- 
NETHERLANDS CHAMBER OF COMMERCE AND THE BRITISH 
GERMAN TRADE COUNCIL. THE FOREIGN INVESTORS URGED 
THAT THE 1977 TAX REFORM HAD BROUGHT ABOUT DIFFERENTIAL 
TAX TREATMENT BETWEEN DOMESTIC AND FOREIGN INVESTORS 
ADVERSE TO THE LATTER. 

3. STILL A THIRD NEWSPAPER STORY OUT OF BASEL 
REPORTS SWISS INVESTOR COMPLAINTS THAT THE GERMANS 
HAVE BEEN URGING THEM TO INVEST IN SOUTH GERMANY BUT 
THAT THE FRG HAS NOT ACTED ON A SWISS INITIATIVE TO 
AMEND THE BILATERAL DOUBLE TAXATION TREATY SO AS 
TO ELIMINATE TAX DISCRIMINATION AGAINST SWISS INVESTORS. 
STOESSEL 
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